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Attracting and Retaining Top Talent Remains Greatest Overall Challenge for CPA
Firms

After four years, most accounting firms still consider finding and retaining top, qualified
staff to be the most pressing obstacle, according to this year’s Top Five MAP Issues
poll, released by the PCPS Management of an Accounting Practice Committee. The
survey polled CPA firms across the country ranging in size from one professional (sole
practitioner) to 50 or more professionals. The survey reached the full circulation of the
Practicing CPA and was also posted on www.cpa2biz.com.
A Range of Issues
While an important concern, staffing isn’t the only issue keeping professionals awake at
night. Marketing and practice growth are key considerations for sole practitioners this
year. “Last year we saw sole practitioners mostly concerned with keeping up with
technology. But as firms begin to deploy new services, it’s critically important to focus
on marketing and practice growth,” commented Neal Harte, Managing Partner at Harte,
Carucci & Driscoll, PC in Woburn, Mass., and Chair of the PCPS MAP Committee. “In
addition, many firms are still faced with the challenge of hiring younger qualified
recruits, as many graduates look to larger consulting firms upon graduation.”
The focus on practice development is new, Harte observed. “It is important to note that
marketing and practice growth were of little concern to most accounting firms last year,
but have jumped to second this year as many firms are getting into non-traditional
practice areas,” says Harte. “We relate this to the fact that firms are eager to learn how to
better market their new skill sets.” Fee pricing, on the other hand, has moved down a
spot as new services make CPAs more comfortable with their billing systems as they
move towards consulting services.
Differences Among Firms
Top concerns varied when the results were broken down by firm size. Marketing was the
top issue for firms with one to five professionals. Unlike large firms, small firms (those
with fewer than five professionals) and midsize firms (firms with more than six
professionals) identified keeping up with technology as a big concern, as well. As
respondent firm size increased, concern with technology issues eased. All firms
surveyed, except for sole practitioners, cited succession planning as a growing area of
concern.
Staffing ranked number one among all firms with six to 49 professionals, with
succession planning and marketing serving as secondary issues at these practices. At the
largest firms, key concerns were fee pressures followed by billing and collection.

Changing Concerns
Here are the key issues facing CPA firms this year and in previous years.

2001 Top Five MAP Issues
1. Finding, hiring and retaining quality staff.
2. Marketing/practice growth.
3. Succession planning.
4. Fee pressures/prices of services.
5. Determining/meeting client needs.
2000 Top Five MAP Issues
1. Finding, hiring and retaining quality staff.
2. Keeping up with technology.
3. Fee pressures/pricing of services.
4. Succession planning/identifying and developing future owners/funding partner
retirement.
5. Marketing/practice growth.
1999 Top Five MAP Issues
1. Finding, hiring and retaining quality staff.
2. Marketing/practice growth.
3. Keeping up with technology.
4. Delivering high quality service.
5. Succession planning/future owners and partner retirement.
The Numbers
After development of the survey, the PCPS MAP Committee, working with state society
MAP representatives, asked participants to rank their top five practice management
issues. Taking all the responses together, staffing ranked as the number one issue,
followed by marketing/practice growth, succession planning, fee pressures and
determining/meeting client needs.
The PCPS MAP Committee uses poll results to help guide the development of new
programs and initiatives. Based on this feedback, the committee develops action plans
(such as benchmarking studies, videos, articles, online communications and live
presentations) that directly address the profession’s most relevant practice management
issues. For example, to address staffing issues, the committee and the AICPA Firm
Practice Management Team are working with other AICPA teams to seek solutions. The
survey also is used as a resource in developing best practice guides, handbooks and
other tools.
To participate in the 2002 poll, contact your state society MAP representative or the
AICPA Firm Practice Management Team with your name and address. Ballots for the
2002 Top Five MAP Issues Poll will be distributed next year.
800/CPA–FIRM

The Management of an Accounting Practice Committee is part of PCPS, the AICPA
Alliance for CPA Firms, with more than 6,000 local and regional CPA firm members
within the AICPA.

Breakdown by Firm Size
Top concerns for firms with:
One Professional (Sole Practitioner)
1. Marketing/practice growth.
2. Keeping up with technology.
3. Fee pressure.
4. Seasonality/workload compression.
5. Personal/professional life balance.
2 to 5 Professionals
1. Marketing/practice growth.
2. Finding and retaining qualified staff.
3. Succession planning.
4. Determining and meeting client needs.
5. Personal/professional work life balance.
6 to 10 Professionals
1. Staffing.
2. Succession planning.
3. Fee pressures.
4. Personal/professional life balance.
5. Determining and meeting client needs.
11 to 20 Professionals
1. Staffing.
2. Marketing/practice growth.
3. Capitalizing on consulting opportunities.
4. Balancing needs of the firm with staff needs.
5. Succession planning.
21 to 49 Professionals
1. Staffing.
2. Succession planning.
3. Marketing/practice growth.
4. Determining client needs.
5. Attracting students to the profession.
50+ Professionals
1. Fee pressures.

2. Billing and collection.
3. Staffing.
4. Succession planning.
5. Capitalizing on consulting services.

Money Laundering Legislation Passes

Money Laundering Legislation Passes

Anti-money laundering legislation covered in the last issue of The CPA Letter has
been passed by Congress. During development of the bill, the AICPA worked with
Congress and the Securities and Exchange Commission to remove a provision that
would have been harmful to financial audits of public companies. Specifically, a
provision in a Senate bill would have required an annual review of a financial
institution’s money laundering program as part of an independent public audit
required by the Securities and Exchange Commission.
The act requires that financial institutions must establish an independent audit
function to test their anti-money laundering programs. Similar language in other laws
has been interpreted by the government regulators to mean that the audit function
could be accomplished by third parties or by in-house personnel, and the auditor did
not have to be a CPA. The AICPA is monitoring the regulation process to ensure that
the money laundering audit function language is interpreted in a like manner, and not
interpreted to require activity as part of the independent audit.
As previously reported, last year AICPA representatives met with federal government
representatives on the “Gatekeepers” Working Group of the National Money
Laundering Strategy Implementation Group as part of a continuing dialogue. In
addition, the Institute has communicated money laundering issues and CPA
responsibilities in The CPA Letter, the Journal of Accountancy (June 2001 feature
article), annual audit risk alerts and conferences.
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Important Information on New CPE Membership Requirements

To help members comply with and understand the new CPE requirements that took
effect Jan. 1, 2001, this article explains some of the more significant changes. The
changes in the AICPA’s CPE membership requirement were a result of resolutions of
the governing Council (under AICPA Bylaw 2.3.3) adopted in 1997. Members
should be aware that, as to state licensure requirements related to CPE, the member’s
individual state board of accountancy is the final authority.
Under the Council resolutions, AICPA members, whether employed in public
practice, industry, government or academia, must complete the same amount of
continuing professional education. The new requirement calls for 120 credit hours of
CPE in each three-year reporting cycle. A great deal of flexibility in terms of how
members may obtain CPE is provided in the resolution, which recognizes that
compliance can be achieved by a number of means as long as the education maintains
or improves competencies in the member’s area of practice or employment.
It is important to note that members who began their current reporting cycle prior to
the beginning of 2001 are permitted to complete CPE as required by the Council
resolution that existed when their current reporting period began. Members whose
reporting period began on or after Jan. 1, 2001, must comply with the Council
resolutions that became effective at the beginning of 2001 and complete 120 credit
hours of CPE by the end of their three-year reporting period.
In accordance with the Council resolution, the AICPA Board of Directors has granted
a waiver of the CPE requirement for those members who are retired and for those
who qualify for inactive dues status. In addition, the board directed that a waiver of
the CPE requirement may be granted to AICPA members for, among other reasons,
military service, foreign residency or significant health concerns. Any request for a
waiver should be directed to the Member Satisfaction Team at memsat@aicpa.org,
noting “CPE” in the subject header box.
The AICPA Web site sets out both the resolution as adopted in 1989 and the 1997
Council resolution that became effective in 2001. To review the requirements, visit:
www.aicpa.org/about/bylaws/sec230R.htm
In addition, the AICPA and the National Association of State Boards of Accountancy
have issued a Joint AICPA/NASBA Statement on Standards for Continuing
Professional Education Programs. These new standards became effective for CPAs
on Jan. 1, 2002. The new standards introduce the concept of independent study
learning, allowing a CPA to engage in a program of learning with a qualified sponsor
one-on-one. See the main section of this CPA Letter for more information.
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Treasury, IRS Permit Use of Estimated Tax Overpayments to Satisfy Employment
Tax Deposits

As part of a series of action to assist taxpayers in the wake of the events of Sept. 11,
the Treasury Department and the Internal Revenue Service announced procedures
that business taxpayers may use to redesignate their estimated income tax
overpayments as employment tax deposits, so that any overpayments can be used to
pay their current employment tax obligations. The action is intended to help
businesses improve cash flow.
The announcement addresses situations in which taxpayers have already paid
estimated tax payments that equal or exceed their income tax liability for the year.
This could occur due to unanticipated loses as a result of the Sept. 11 attacks.
Businesses whose projected income was reduced as a result of the terrorist attacks
will be allowed to apply previous estimated tax payments to cover their current
employment tax obligations.
“The Treasury and IRS have been working hard to help businesses affected by the
Sept. 11 terrorist attacks. This redesignation of estimated taxes is a common sense
move that will help some of the hardest hit businesses meet their cash flow needs,”
said Mark Weinberger, Treasury Assistant Secretary for Tax Policy.
This is another in a series of administrative actions the Treasury Department and the
IRS have taken since the tragedy to alleviate the tax burdens on individuals and
businesses as a result of changing circumstances surrounding Sept. 11. The Treasury
and IRS have provided mid-quarter convention relief and issued interim guidance
that provides employees will not be taxed on donated leave.
These administrative actions are in addition to the filing relief provided to individuals
and businesses immediately after the attacks.
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2002 Standard Mileage Rates

The Internal Revenue Service has announced new optional standard mileage rates for
use in 2002 for computing the deductible cost of operating an automobile for
business, charitable, medical or moving expenses.
The amounts, which became effective Jan. 1, 2002, are:


The standard mileage rate for operating a car is 36.5 cents a mile for all
business miles driven, up from 34.5 cents in 2001.



The standard mileage rate for using a car while giving services to a charitable
organization remains at 14 cents a mile.



The standard rate for use of a car for medical reasons is 13 cents a mile, up
from 12 cents.



The standard mileage rate to use when computing deductible moving
expenses is 13 cents a mile, up from 12 cents.

These mileage rates were formally announced in Revenue Procedure 2001-54. This
publication, which contains additional information on these rates, will appear in
Internal Revenue Bulletin 2001-48 and is available in the “Advance Notice for Tax
Professionals” section of the IRS Web site.
www.irs.gov
inal Version of AICPA/CICA

Final Version of AICPA/CICA WebTrustSM/TM

Confidentiality

Program for

The newly released WebTrust Confidentiality Principle and Criteria are intended to
address user and preparer needs regarding issues of confidentiality in an e-commerce
system.
Confidentiality is becoming increasingly important as sensitive corporate information
is shared between business partners. The WebTrust Confidentiality Principle sets out
an overall objective for the confidentiality of data exchanged over electronic
networks, such as the Internet or a virtual private network.
This version of the WebTrust Program for Confidentiality supersedes the recently
released exposure draft and has been approved by the AICPA Assurance Services
Executive Committee and the CICA Assurance Services Development Board.
TradeCard First to Receive New Seal
TradeCard, Inc., whose network enables businesses to automate their financial supply
chains, became the first U.S. company to receive the WebTrust Confidentiality Seal
after an examination by Ernst & Young. In addition, TradeCard has earned the
AICPA’s SysTrust certification for system reliability, covering the SysTrust
principles of security, availability, integrity and maintainability of a system following
a separate Ernst & Young evaluation.
Kurt Cavano, TradeCard chairman and CEO, said, “Our customers and business
partners are entitled to a system that is reliable, secure, and protects their confidential
information. By conforming to the SysTrust system reliability standards and earning
the first WebTrust Confidentiality Seal in the country, TradeCard has demonstrated
that it safeguards all confidential information, and that we actually do what we
promise.”
Questions on the confidentiality document may be directed to Karyn Waller:
kwaller@aicpa.org
To download the document:
www.aicpa.org/webtrust/index.htm
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Recessionary pressures drove job cuts to historic highs even before the Sept. 11
attacks on New York and Washington, according to the American Management
Association’s annual midyear staffing survey. For the first time since the 1990-91
recession, more than half of major U.S. companies reported layoffs, with 58% of
1,631 surveyed businesses saying they eliminated jobs in the 12 months ending June
30, 2001, the highest percentage in the survey’s 15-year history.
The share of firms actually “downsizing”—reporting a net workforce reduction in the
period—was 36.3%, a dramatic rise from the previous year’s 21.2%, while those
reporting a net increase fell to 42.3% from last year’s 53%.
Overall, workforce growth averaged just 0.4% after last year’s 5.9%, and billiondollar firms shrank their staffs by an average 0.9%.
More than a third of companies (36%) reported concurrent hiring and firing, the same
as last year, but firing took the upper hand as net staffing in such businesses
decreased by an average 1.8% after last year’s increase of 4.6%.
“Despite the fact that the United States is in an economic slowdown, it is worth
noting that more companies created jobs than eliminated them—albeit by far
narrower margins than in the recent past,” said Edward T. Reilly, president and CEO
of the AMA.
Also, only one-fourth of surveyed companies cut jobs due to less demand for their
products and/or services, with a majority of layoffs ascribed to structural changes or
productivity gains.
Shift in Perception
While skilled workers are still in short supply, demand is easing considerably. The
survey found a dramatic increase in the share of human resource managers who say
talent is “adequate,” rising to 45% from the previous year’s 19%. There was a
concurrent drop in those who say it is “scarce,” to 47% from last year’s 76%.
Production cutbacks tend to target hourly wage earners, while strategic staffing
changes tend to focus on supervisory and middle management. As the rationales for

hiring and firing changed in the latest survey period, so did the mix of jobs created
and eliminated.
Only at the administrative and clerical level did the share of job-cutting companies
outstrip the share reporting new hiring. Nevertheless, at every level, there were fewer
reports of staffing increases and more of cutbacks than a year ago.
Departmentally, the turnaround from the previous year’s patterns was most dramatic
in manufacturing and in information systems, but the reports of less hiring and more
layoffs applied to every functional area.
As of mid-year 2001, only 40% of respondent firms had plans to create new jobs in
the coming 12 months, while 26% had plans to eliminate jobs. These are baseline
numbers that change as the year plays out. Historically, the share that actually cuts
jobs is more than double the share that planned cuts at the outset of the period. The
reported figures, therefore, offer a guideline, but economic and business events will
change these forecasts.
Who’s Counted
American Management Association’s annual survey on staffing and structure is
mailed midyear to human resources managers in AMA member and client companies
in the U.S. Together, these companies employ about one-fourth of the American
workforce. The 2001 respondent base of 1,631 firms presents an accurate sampling of
the membership and client base, but the results do not mirror activity in the U.S.
economy as a whole, where small firms predominate. It should be read as a survey of
major U.S. employers, most of which employ more than 100 people and gross more
than $10 million per annum.

